region can generate a PE industry that works differently from advanced economies and even from other emerging regions (Bruton, Ahlstrom & Puky, 2009) .
Our analysis of PE investments is combined with institutional characteristics of both the PE firm's country and the company's emerging market. More specifically, we focus on the quality of the national governance system. National governance encompasses the traditions and institutions by which authority in a country is exercised. Naturally, national governance can have a significant effect on the business environment within a country. Therefore, it is important to understand how PE investments interact with national governance. We also study the effects of geographic distance between the origin and destination of the investment -previous studies have shown the importance of geographic distance for the internationalization of PE and VC investments (Aizenman & Kendall, 2008) .
The objective of this study is to determine under what conditions PE firms decide to invest in a company located in an emerging market. We focus on the impacts that differences in national governance and geographic distance between the PE firm's country and the company's emerging market have on the probability that the PE firm will make an investment in the company. To test our hypotheses, we build a dataset that contains the investment transactions of 211 private equity firms in the Latin American region from 1996 to 2009. The dataset includes firm-level and country-level data obtained from different sources.
This research contributes to the international business (IB) field. The study of emerging markets has become a very active line of research in the field of IB. However, the topic of private equity in emerging markets -and particularly Latin America -has not attracted enough attention. This work can have important implications for (1) international and local PE firms investing in Latin American nations and other emerging markets, (2) governments in emerging markets that are setting up funds to make PE and venture capital investments in their own nations, and (3) entrepreneurs seeking or receiving these investments. Having a better understanding of how PE markets work in Latin America can help to increase this type of investment in the region and eventually in other emerging markets.
Before discussing the theoretical framework, a few clarifications are in order. We use the term "private equity" to refer to both venture
